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FOLLOWING IS THE ECONOMIC SECURITY SECTION OF DRAFT 
NUMBER 10. 

BEGIN TEXT. 

1. OUR FIRST TASK IS TO ENSURE BASIC ECONOMIC SECURITY. 
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WM THE SWINGS AND SHOCKS OF ECONOMIC ADVERSITY 
ARE A GLOBAL CONCERN. TEARING AT THE FABRIC OF 

DEVELOPED AND DEVELOPING NATIONS ALIKE. THE CYCLE 
OF GOOD TIMES AND BAD, ABUNDANCE AND FAMINE, DOES 
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VAST DAMAGE TO LIVES AND ECONOMIES. UNEMPLOYMENT, 

FALLING STANDARDS OF LIVING, AND THE RAVAGES OF 
INFLATIONS, FUEL SOCIAL AND POLITICAL DISCONTENT. 

WE HAVE RECENTLY SEEN THE CORROSIVE EFFECTS IN MANY 
COUNTRIES. 

3. DEVELOPING ECONOMIES ARE BY FAR THE MOST VULNERABLE 
TO NATURAL AND MAN-MADE DISASTERS, THE VAGARIES OF 
WEATHER AND OF THE BUSINESS CYCLE. SHARP INCREASES 

IN THE PRICES OF OIL AND FOOD HAVE A DEVASTATING 
EFFECT ON THEIR LIVELIHOOD. RECESSIONS IN THE 
INDUSTRIAL COUNTRIES DEPRESS THEIR EXPORT EARNINGS. 

4. THUS ECONIMC SECURITY IS THE MINIMUM REQUIRE- 
MENT OF AN EFFECTIVE STRATEGY FOR DEVELOPMENT. 

WITHOUT THI FOUNDATION, SOUND DEVELOPMENT PROGRAMS 
CANNOT PROCEED AND THE GREAT EFFORTS THAT DEVELOP- 
MENT REQUIRES FROM POOR AND RICH ALIKE CANNOT BE 
SUSTAINED. 

5. AND BECAUSE ECONOMIC SECURITY IS A GLOBAL 
PROBLEM, IT IS A GLOBAL CHALLENGE: 

- THE INDUSTRIAL NATIONS MUST WORK TOGETHER 
MORE EFFECTIVELY TO RESTORE AND MAINTAIN THEIR 
STABLE EXPANSION; 

- NATIONS WHICH SUPPLY VITAL PRODUCTS MUST 
AVOID ACTIONS WHICH DISRUPT THAT EXPANSION, AND 

- THE INTERNATIONAL COMMUNITY MUST UNDETAKE 

A NEW APPROACH TO REDUCE DRASTIC FLUCTUATIONS IN 
THE EXPORT EARNINGS OF THE DEVLOPING COUNTRIES. 

6. SINCE THE ECONOMIC HEALTH OF THE INDUSTRIAL 
COUNTRIES IS CENTRAL TO THE HEALTH OF THE GLOBAL 
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ECONOMY, THEIR EFFORTS TO AOIVD THE EXTREMES OF RECESSION AND 
INFLATION BECOME AN INTERNATIONAL, AS WELL AS A 
NATIONAL, RESPONSIBILITY. 

7. IN A NEW DEPARTURE THIS PAST YEAR, THE LEADERS 

OF THE UNITED STATES AND ITS MAJOR TRADING PARTNERS 
HAVE BEGUN CLOSER COORDINATION OF THEIR NATIONAL 
ECONOMIC POLICIES. A SHARED SENSE OF URGENCY, 

AND THE EXCHANGE OF INFORMATION ABOUT TRENDS AND 
INTENTIONS, HAVE ALREADY INFLUENCED IMPORTANT POLICY 
DECISIONS. PRESIDENT FORD INTENDS TO CONTINUE AND 
INTENSIFY CONSULTATIONS OF THIS KIND. THE SUCCESSFUL 
RECOVERY OF THE INDUSTRIAL ECONOMIES WILL BE THE 
ENGINE OF INTERNATIONAL STABILITY AND GROWTH. 
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8. GLOBAL ECONOMIC SECURITY DEPENDS, SECONDLY, 

ON THE ACTIONS OF SUPPLIERS OF VITAL PRODUCTS. 

9. THUS THE UNITED STATES HAS BELIEVED THAT THE 
FUTURE OF THE WORLD ECONOMY REQUIRES DISCUSSIONS 

ON ENRGY AND OTHER KEY ISSUES AMONG OIL CONSUMING AND 
PRODUCING NATIONS. THE GOVERNMENT OF FRANCE IS 
INVITING INDUSTRIALIZED, OIL PRODUCING, AND DEVELOPING 
NATIONS TO RE-LAUNCH A DIALOGUE THIS FALL ON THE 
PROBLEMS OF ENERGY, DEVELOPMENT, RAW MATERIALS, AND 
RELATED FINANCIAL ISSUES. THE UNITED STATES HAS 
SUPPORTED THIS PROPOSAL AND WORKED HARD TO ESTABLISH 
THE BASIS FOR SUCCESSFUL MEETINGS. 

QPM VBUT THIS DIALOGUE IS PREMISED ON AN APPROACH 
OF NEGOTIATION AND CONSENSUSN NOT THE EXERCISE OF 
BRUTE ECONOMIC POWER TO GAIN UNILATERAL ADVANTAGE. 

THE ENORMOUS, ARBITRARY INCREASES IN THE PRICE 
OF OIL OF 1973 AND 1974 HAVE ALREADY EXACERBATED 
BOTH INFLATION AND RECESSION WORDWIDE. THEY HAVE 

SHATTERED THE ECONOMIC PLANNING AND PROGRESS OF 
MANY COUNTRIES. ANOTHER INCREASE WOULD SLOW DOWN 
OR REVERSE THE RECOVERY AND THE DEVELOPMENT OF 
NEARLY EVERY NATION REPRESENTED IN THIS ASSEMBLY. 

IT WOULD ERODE BOTH THE WILL AND THE CAPACITY IN THE 
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INDUSTRIAL WORLD FOR ASSISTANCE TO DEVELOPING 
COUNTRIES. IT WOULD, IN SHORT, STRIKE A SERIOUS 
BLOW AT THE HOPES OF HUNDREDS OF MILLIONS AROUND THE 
WORLD. 

1 1 . THE FORTHCOMING DIALOGUE AMONG CONSUMERS AND PRODUCERS 
IS A TEST. FOR ITS PART, THE UNITED STATES IS PREPARED FOR 
COOPERATION. WE WILL WORK TO MAKE IT SUCCEED, IN OUR OWN 
SELF-INTEREST AND IN THE INTEREST OF ALL NATIONS. WE 

HOPE TO BE MET IN THAT SAME SPIRIT. 

12. THE THIRD BASIC FACTOR IN ECONOMIC SECURITY 
IS THE STABILITY OF EXPORT EARNINGS. THE DEVELOP 
MENT PROGRAMS - INDEED THE BASIC SURVIVAL - 

OF MANY COUNTRIES ARE HEAVILY DEPENDENT ON EARINGS 
FROM EXPORTS OF PRIMARY PRODUCTS WHICH ARE HIGHLY 
VULNERABLE TO FLUCTUATIONS IN WORLDWIDE DEMAND. 

COUNTRIES WHO DEPEND HEAVILY ON ONE PRODUCT CAN 
FIND THEIR REVENUES REDUCED DRASTICALLY IF ITS 
PRICE DROPS OR IF EXPORTS FALL PRECIPITOUSLY. 

MOST HAVE INSUFFICINET RESERVES TO CUSHION AGAINST 
SHARP DECLINES IN EARNINGS, AND THEY CANNOT QUICKLY 
INCREASE THE EXPORTS OF OTHER PRODUCTS. FACING 
SUCH ECONOMIC PROBLEMS, MOST CANNOT BORROW TO 
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OFFSET THE LOSS, OR CAN ONLY DO SO AT EXTREMELY 
HIGH INTEREST RATES. IN SUCH SITUATIONS COUNTRIES 
ARE FREQUENTLY FORCED TO CUT BACK ON THE IMPOORTS 
ON WHICH THEIR GROWTH AND SURVIVAL DEPEND. THUS 
THE UNPREDICTABILITY OF EXPORT EARNINGS CLEARLY 
MAKES A MOCKERY OF DEVELOPMENT PALNNING. 

13. THE QUESTION OF STABILIZATION OF INCOME FROM 
PRIMARY PRODUCTS THEREFORE HAS BECOME CENTRAL IN 
THE DIALOGUE ON INTERNATIONAL ECONOMIC CONCERNS. 

PRICE STABILIZATION IS NOT GENERALLY A PROMISING 
APPROACH. FOR MANY COMMODITIES IT WOULD BE 
DIFFICULT TO ACHIEVE WITHOUT SEVERE RESTRICTIONS 

ON PRODUCTION OR EXPORTS, EXTREMELY EXPENSIVE BUFFER 
STOCKS, OR PRICE LEVELS WHICH COULD STIMULATE 
SUBSTITUES AND THEREBY WORK TO THE LONG RANGE 
DISADVANTAGE OF PRODUCERS. AND EVEN THE MOST 
CONFIDENTIAL 
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AMBITIOUS AGENDA FOR ADDRESSING INDIVIDUAL COMMODITIES 
WOULD NOT RESULT IN STABILIZATION ARRANGEMENTS FOR 
ALL OF THEM IN THE NEAR TERM. MOREOVER. FOCUSING 
EXCLUSIVELY ON STABILIZING COMMODIY PRICES WOULD 
NOT PROVIDE SUFFICIENT PROTECTION TO THE MANY 
DEVELOPING COUNTRIES WHOSE EARNING ALSO DEPEND ON 
THE EXPORTS OF MANUFACTURED GOODS. 

14. THE UNITED STATES GOVERNMENT HAS RECENTLY 
COMPLETED A REVIEW OF THESE ISSUES. WE HAVE CONCLUDED 
THAT, BECAUSE OF THE WIDE DIVERSITY AMONG COUNTRIES, 

COMMODITIES. AND MARKETS, A NEW, MUCH MORE 
COMPREHENSIVE APPROACH IS REQUIRED - ONE WHICH 

WILL BE HELPFUL TO EXPORTERS OF ALL COMMODITIES 
AND MANUFACTURED GOODS AS WELL. 

15. LET ME SET FORTH OUR PROPOSAL: THE UNITED 
STATES PROPOSES CREATION - IN THE INTERNATIONAL 
MONETARY FUND - OF A NEW DEVELOPMENT SECURITY 
FACILITY TO STABILIZE OVERALL EXPORT EARNINGS. 

- THE FUND WOULD GIVE LOANS TO SUSTAIN 
DEVELOPMENT PROGRAMS IN THE FACE OF EXPORT 
FLUCTUATIONS - UP TO $2.5 BILLION, AND POSSIBLY 
MORE, IN A SINGLE YEAR, AND A POTENTIAL TOTAL OF 
$10 BILLION IN OUTSTANDING LOANS. 

- ASSISTANCE WOULD BE AVAILABLE TO ALL 
DEVELOPING COUNTRIES WHO NEED IT TO FINANCE 
UNAVOIDABLE SHORTFALLS IN EXPORT EARNINGS. 

- THE POOREST COUNTRIES WOULD BE PERMITTED 

TO CONVERT THEIR LOANS INTO GRANTS UNDER PRESCRIBED 
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CONDITIONS. 

- ELIGIBLE COUNTRIES COULD DRAW UP TO THE 
FULL AMOUNT OF THEIR IMF QUOTAS, IN ADDITION TO 
THEIR NORMAL DRAWING RIGHTS. MUCH OF THAT COULD BE 
DRAWN IN A SINGLE YEAR, IF NECESSARY - PART 
AUTOMATICALLY, PART SUBJECT TO PARTICULARLY ADVERSE 
CHANGED IN OVERALL BALANCE OF PAYMENTS CONDITIONS, 
CONFIDENTIAL 
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AND PART SUBJECT TO PARTICULARLY VIOLENT SWINGS 
IN COMMODITY EARNINGS. 

(QUERY TO WASHINGTON: PLEASE SCRUTINIZE THIS LANGUAGE.) 

- THIS FACILITY WOULD REPLACE THE IMF'S 
COMPENSATORY FINANCE FACILITY; IT WOULD NOT BE 
AVAILABLE FOR INDUSTRIAL COUNTRIES. 

16. THE UNITED STATES WILL PRESENT ITS DETAILED 
PROPOSALS TO THE BOARD OF DIRECTORS OF THE 
INTERNATIONAL MONETARY FUND THIS FALL. 

17. THIS DEVELOPMENT SECURITY FACILITY WOULD 
SIGNIFICANTLY INCREASE THE AMOUNT AVAILABLE TO 
COVER SHORTFALLS .LIBERALIZE THE CRITERIA FOR 
CALCULATING THEM, FACILITATE DRAWINGS, AND INTORDUCE 
A GRANT ELEMENT. IT WOULD THUS PROVIDE UNPRECEDENTED 
PROTECTION AGAINS DISRUPTIONS CAUSED BY REDUCTIONS 

IN EARNING - BOTH FOR COUNTRIES WHOSE EXPORTS 
CONSIST OF A FEW VITAL COMMODITIES AND FOR THOSE 
WITH DIVERSIFIED AND MANUFACTURED EXPORTS WHOSE 
EARNINGS ALSO FLUCTUATE WITH THE BUSINESS CYCLE. 

INDEED INALMOST EVERY CASE, THIS NEW FACILITY WILL 
COVER THE ENTIRE EARNING SHORTFALL. 

18. THIS NEW SURCE OF FUNDS ALSO REINNFORCES OUR 
MORE TRADITIONAL TYPES OF ASSISTANCE - WITHOUT THE 
STABILIZATION OF EARNINGS, THE BENEFITS OF 
CONCESSIONAL AID FOR DEVELOPING COUNTRIES IS VITIATED. 
(QUERY TO WASHINGTON: CAN WE EXPLAIN MORE PRECISELY 
HOW WE ARE BREAKING NEW GROUND IN THE CONCEPT OF 
AID?) FOR INDUSTRIALIZED COUNTRIES, IT MEANS A 

MORE STEADY EXPORT MARKET. FOR DEVELOPING COUNTIRES, 
IT ASSURES THAT DEVELOPMENT CAN BE PURSUED WITHOUT 
DISRUPTION AND MAKES THEM MORE DESIRABLE PROSPECTS 
IN INTERNATIONAL CAPITAL MARKETS. FOR CONSUMERS 
AND PRODUCEERS, RICH AND POOR ALIKE, IT BUTTRESSES 
ECONOMIC SECURITY. 

19. THUS THE SUCCESS OF OUR EFFORTS IN THIS AREA 
CONFIDENTIAL 
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WILL DEMONSTRATE THAT OUR INTERDEPENDENCE CAN 
STRENGTHEN THE FOUNDATIONS OF PROSPERITY FOR ALL 
WHILE PROMOTING PROGRESS IN THE DEVELOPING COUNTRIES. 

END TEXT. 

NEWLIN 

UNQTE INGERSOLL 
CONFIDENTIAL 


« END OF DOCUMENT » 
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